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Executive Summary

On January 1, 2006, most prescription drug coverage for 6.2 million individuals dually enrolled in
Medicaid and Medicare (the dual eligibles) across the nation — including nearly 200,000 in
Michigan — was transitioned from Medicaid to the Medicare prescription drug benefit. Within days,
problems occurred that made it difficult for some dual eligibles to obtain needed prescription
drugs.' Problems occurring in Michigan were addressed by staff from the Michigan Department of
Community Health (MDCH) and from the Centers for Medicare and Medicaid Services (CMS) at
the federal level. The transition for dual eligibles was also eased by extraordinary efforts from
frontline workers in pharmacies, local community mental health agencies, the Michigan
Medicare/Medicaid Assistance Program, senior centers, and many other organizations.

Section 1628 of Public Act 154 of 2004 stipulated that MDCH organize a committee to study the
impact of the Part D transition on dual eligibles receiving psychotropic drugs. MDCH is submitting
this report to the members of the House and Senate Subcommittees on Community Health and the
House and Senate fiscal agencies in compliance with Section 1628. The committee observations
and findings include:

e Almost 50 percent of the dual eligibles in Michigan received psychotropic medications
under the Medicaid program during the last six months of calendar 2005.

e Over 190,000 Michigan full-benefit dual eligibles were enrolled in Medicare prescription
drug plans during June 2006.

e The majority of dual eligibles are currently receiving their prescription drugs, including
psychotropic medications, in a timely manner. However, mental health providers continue
to note challenges navigating the numerous Part D formularies, utilization controls, and
prior authorization requirements.

e Many desired enhancements to Medicare Part D discussed by the committee members
would require amendments to the Medicare Modernization Act of 2003 and would likely
not be easily accomplished.

e About 2,600 dual eligibles were not enrolled in a Medicare prescription drug plan.
Committee members noted non-enrollment counts for a given month may fluctuate because
of retroactive Medicare eligibility; changes in other credible prescription drug coverage;
and federal government processing delays to assign dual eligibles to a plan. CMS has
implemented a Point-Of-Sale (POS) Facilitated Enrollment Process to provide needed
prescriptions for non-enrolled dual eligibles. While this remedy may protect dual eligibles,
the committee members believe the department should continue to closely monitor
individuals who have not been enrolled.

'V. Smith, K. Gifford, S. Kramer, and L. Elam, The Transition of Dual Eligibles to Medicare Part D Prescription Drug
Coverage: State Actions During Implementation, Results from a 50-State Snapshot, Kaiser Commission on Medicaid
and the Uninsured, February 2006, available at www .kff.org
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I. BACKGROUND

A. Appropriation Act Requirements at Section 1628

The Michigan Department of Community Health (MDCH) is submitting this report to comply with
provisions at Section 1628 of Public Act 154 of 2005, which stipulate:

e MDCH must convene by April 2006 a committee to study and evaluate “psychotropic
pharmacy administration" under Medicare Part D for individuals dually enrolled in the
Medicare and Medicaid programs (the dual eligibles).

e The committee will study and evaluate the effectiveness of mental health consumer
enrollment and medication access through Medicare Part D procedures.

B. Medicare Part D and Dual Eligibles

The Medicare Modernization Act® adopted in December 2003 added a Part D prescription drug
program to Medicare coverages beginning 2006 (Table 1). With this addition the following
significant changes for the dual eligibles also occurred.

L Startlng January 1, 2006 the Medlcare Table 1: Medicare Program
Moqemlzatlon ACt requures dual Part A Hospital insurance for inpatient stays, some
eligibles to receive most drug coverage skilled nursing facility care, hospice care, and
from Medicare not Medicaid. (This home health care
change affected about 19()’()()() full- Part B Medical insurance for doctor services, outpatient

.. . .o hospital care, durable medical equipment, some
benefit dual eligibles® in Michigan and medical supplies and drugs
6.2 million nationally.) Qt}}er healthcare Part C | Medicare Advantage — previously called
coverages for the dual eligibles Medicare+Choice — for Parts A and B benefits

(and may include prescription drug coverage)

remained under Medicaid. provided by private, at-risk health plans

e Even though full-benefit dual eligibles Part D Prescription drug benefit, which started January 1,
were transitioned to Medicare Part D, 200 sl ottty reiam
the Medicare Modernization Act
requires states to help finance the cost
of their drugs provided by the Medicare plans. States send monthly per-capita payments
(often called clawback) to the federal government for each dual eligible enrolled in a
Medicare prescription drug plan. The clawback’s formula is complex. It is based on a state’s
share of historical payments from 2003, inflated to 2006 using a national growth rate, and
then indexed by growth in actual Part D spending for following years. The federal
government takes backs 90 percent of the calculated clawback amount in 2006 and then
tapers down to 75 percent for 2015 and thereafter.

e Starting January 1, 2006 states no longer receive federal Medicaid matching funds on most
prescription drug costs for the full-benefit dual eligibles. An exception is that states may
continue to receive federal Medicaid matching funds for reimbursing drugs that cannot be

? Formally called The Medicare Prescription Drug, Improvement, and Modernization Act of 2003, Public Law 108-173
3 “Full-benefit” dual eligibles previously received Medicaid prescription drug coverage and other healthcare services.
The state also has dual eligibles enrolled in Medicare Savings Program who receive coverage for Medicare premiums or
cost-sharing, but no other Medicaid service. Under the Medicare Modernization Act, Medicare Savings Program dual
eligibles qualify for Part D low-income subsidies on premiums and cost-sharing and for CMS facilitated enrollment into
Part D plans that started May 2006 and monthly thereafter.
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covered by the new Medicare plans. Examples, which Michigan Medicaid covers under this
exception, are selected Part B drugs, benzodiazepines, barbiturates, agents used to promote
smoking cessation, prescription vitamins/mineral products, and over-the-counter drugs.

e FEach Medicare Part D plan has flexibility to develop its own coverages and utilization
controls for prior authorization, step therapy (or fail-first policy where another drug must be
tried before another is authorized), quantity/frequency limits, etc. for Part D covered drug
classes. CMS also issued guidance that required plans to cover all or substantially all of six
protected drug categories: antidepressants, antipsychotics, anticonvulsants, antiretrovirals
(HIV/AIDS), immunosuppressants, and antineoplastics (anticancer). This guidance,
however, does not prohibit the Medicare prescription drug plans from implementing
utilization controls on these drug classes, e.g. quantity and frequency limits.

e Full-benefit dual eligibles qualify for cost-sharing subsidies based on their income as a
percentage of the federal poverty level (FPL). For example, during calendar year 2006, their
prescription copayments could not exceed $1 for generics and $3 for brands below 100%
FPL and $2 for generics and $5 for brands at or above 100% FPL.* Dual eligibles residing in
nursing homes and other institutions have no cost-sharing after they have been
institutionalized for 30 days.’ Dual eligibles, also, do not have a gap in drug coverage (often
called the donut hole) that applies to other Medicare beneficiaries.

e During 2006 eighteen stand-alone companies offered forty different Medicare Part D plans
to Michigan Medicare beneficiaries. Monthly premiums are totally subsidized when a dual
eligible is enrolled with a Medicare Part D plan whose premium meets a low-income
subsidy benchmark set by CMS. Fourteen of the forty Michigan stand-alone Part D plans
met this benchmark during 2006. Dual eligibles who choose to enroll in plans other than
these fourteen must pay the amount that their plan’s premium is over the low-income
subsidy benchmark.

e Unlike other Medicare beneficiaries, dual eligibles may enroll with a Part D plan or switch
from plan-to-plan monthly. To assist the dual eligibles who do not select their own plan
CMS auto-assigns them randomly into Medicare Part D plans.

e Once enrolled in Medicare Part D, dual eligibles continue to qualify for Medicare Part D
benefits for the remainder of the calendar year — even if Medicaid eligibility is lost. At the
end of each year CMS will re-determine whether an individual still qualifies automatically
for another year of Part D coverage as a dual eligible.

Part D Auto-Enrollment for Dual Eligibles

The Medicare Modernization Act authorized CMS to auto-assign dual eligibles into plans meeting
the low-income subsidy (LIS) benchmark — fourteen plans in Michigan during 2006. CMS uses
state eligibility files generated monthly by the department to randomly assign the dual eligibles to
the fourteen plans. The first auto-assignment process occurred the fall of 2005. For this massive
enrollment and for subsequent months thereafter for new dual eligibles, CMS sends dual eligibles
an auto-enrollment notice® that explains:

* Dual eligible copayments are indexed annually. Starting January 1, 2007, the amounts will be set at $1 for generics
and $3.10 for brands below 100% FPL and $2.15 for generics and $5.35 for brand at or above 100% FPL.

> Residents in assisted living and ICF-MR facilities, however, do not qualify for the copayment exemption.

8 The full auto-enrollment notice is available at: www.cms.hhs.gov/States/Downloads/AutoEnrollmentNotice.pdf
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“Medicare will help pay for your prescription drugs instead of Medicaid. If you continue
to be eligible for Medicaid, Medicaid will still pay for your health care costs that

Medicare doesn’t cover.”

“To get Medicare prescription drug coverage, you need to join a Medicare drug plan.
Medicare is enrolling you in <Organization’s name>’s <Name of plan> and your
coverage began <auto-enrollment effective date>.”

“If you would like to switch to a different Medicare drug plan, call 1-800-MEDICARE
(1-800-633-4227) for a list of the prescription drug plans with no premium ...”

“If you don’t want to join, and you don’t want Medicare to enroll you in a Medicare drug
plan, call 1-800-MEDICARE and tell them you don’t want to join. But, keep in mind that
you pay nothing to stay in the plan. If you drop this coverage and need prescription drugs,
Medicaid will not pay for them, and Medicare won’t pay until you join a plan.”

“...if you tell Medicare you don’t want to join a Medicare drug plan, you could have no
prescription drug coverage. You can change your mind and join a Medicare drug plan at
any time, but you may have to pay a penalty to join later.”

Initial Transition Problems for the Dual Eligibles

Within days of the dual
eligibles’ transition from
Medicaid to Medicare Part D
on January 1, 2006, problems
occurred across the nation that
made it difficult for some to
obtain needed prescription
drugs (Table 2). In Michigan,
the transition for dual eligibles
was eased by the extraordinary
efforts of pharmacies, local
community mental health
agencies, senior centers, the
Michigan Medicare/Medicaid
Assistance Program, and many
other organizations. MDCH

Table 2: Initial Part D Transitional Issues

For Dual Eligibles

For Pharmacies Serving Dual Eligibles

Not being auto-assigned to a Part D plan

Being auto-assigned to 2 plans

Being assigned to a plan operating in
another state

Being incorrectly charged cost-sharing
amounts or month premiums

Being unable to obtain drugs that had
previously been covered by Medicaid

Being unable to obtain correct information
necessary to bill the Part D plans

Experiencing difficulties contacting the Part D
plan helpdesks or federal help line

Receiving misinformation from Part D plans
and the federal government

Being unable to identify which drugs were
covered by Medicare Part B versus Part D

Finding some Part D plans were not adhering
to federal requirements to supply a 30-day
supply of drugs not on a plan’s preferred
drugs list or not covering all of substantially
all drugs in the six protected drug categories.

Source: V. Smith, K. Gifford, S. Kramer, and L. Elam, The Transition of Dual Eligibles to Medicare Part D
Prescription Drug Coverage: State Actions During Implementation, Results from a 50-State Snapshot, Kaiser
Commission on Medicaid and the Uninsured. Februarv 2006. available at www.kff.ora

staff also spent countless hours validating the accuracy of data files used for the CMS Part D auto-
enrollment and developing interfaces that allowed the department’s real-time, online payment
systems to display Medicare plan assignments to pharmacies. Surfacing issues were addressed on a
case-by-case basis by MDCH staff. Others were resolved by federal remedies including the

following corrective actions.

e Increased the accuracy and timeliness of data exchanges with Part D plans and its contractor

charged with processing real-time eligibility transactions

e Expanded the CMS help desk staff from 150 to 4500 representatives and requested that Part
D plans increase their call line capacity

Michigan Department of Community Health -6-
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Asked Medicare Part D plans to pay the first-fill (and two additional 30-day prescriptions
until March 31, 2006) of non-preferred drugs to allow pharmacies and physicians time to
coordinate necessary prescription changes or request exceptions to plan coverages

Required Medicare Part D plans to implement expedited approval of the $1/$3 or $2/$5
copayments which apply to dual eligibles based on information provided by pharmacies

Contracted with a vendor (Wellpoint) to assist dual eligibles enroll with a Part D plan and
receive needed medications — when they were not yet assigned a Part D plan or a Part D plan
assignment could not be determined at the pharmacy counter

January 2007 Issues

The Medicare Modernization Act mandates annual re-procurement of the Part D plans’ contracts.
With this mandate, changes are likely in the number of participating companies and in their plan
options qualifying for the low-income subsidy benchmark (with its zero premium for dual
eligibles). After the committee’s last meeting, CMS announced the 2007 participating Medicare
Part D plans. Preliminary analysis shows that several of the current fourteen plans will no longer
provide zero Part D premiums for Michigan dual eligibles in 2007.

CMS has provided states the following guidance on its procedures to re-deem dual eligibles for the
upcoming calendar year 2007 or to reassign them to plans offering zero premiums for dual eligibles.

Dual eligibles — whose current plans have premiums that exceed the 2007 low-income
subsidy benchmark by $2 or more or whose plans are terminating — will be reassigned to
another plan which qualifies for the benchmark offered by the same company. If no such
plan exists, CMS will reassign dual eligibles randomly among other companies’ plans
qualifying for the low-income benchmark. CMS notified dual eligibles of their
reassignments in early November 2006.

Dual eligibles will not be reassigned, if they elected a plan other than the one assigned to
them by CMS in 2006 — regardless of that plan’s premium.

Medicare beneficiaries who have attained Medicaid eligibility some time during July
through December 2006 — even for a day — will be deemed eligible for Part D low-income
subsidies as dual eligibles for the entire 2007 calendar year.

Medicare beneficiaries — who (1) previously were deemed dual eligibles for purposes of
2006 Part D coverages and (2) who were not eligible for Medicaid during July 2006 — were
sent notices of their ineligibility for Part D low-income subsidies as a dual eligible. Some of
these individuals may qualify for other Part D low-income subsidies and the CMS notice
encouraged them to complete an enclosed application for these subsidies.
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Il. MICHIGAN'S MEDICARE PART D COMMITTEE

MDCH convened a committee to study Part D’s impact on dual eligibles receiving psychotropic
medications. Its membership (Appendix A) consisted of a cross section of the industry including the
Mental Health Association in Michigan, the Michigan Association of Community Mental Health
Boards, the Michigan Pharmacists Association, the Michigan Protection and Advocacy Services,
the Michigan Psychiatric Society, the National Alliance on Mental Illness of Michigan, the
Department of Psychiatry and Behavioral Neurosciences from Wayne State University, and
Michigan State University Institute for Health Care Studies. Department staff from the Michigan
Medicare/Medicaid Assistance Program, the Office of Services to the Aging, Mental Health and
Substance Abuse Administration, and Medical Services Administration also participated in the
committee. Four committee meetings were held during April through September 2006.

A. Committee Objectives

The committee’s primary objectives were to study and evaluate Medicare Part D’s impact on dual
eligibles receiving psychotropic medications — particularly, concentrating on plan enrollment and
medication access.

B. Committee Activities

The committee members focused on two primary activities to accomplish its objectives — a survey
of Community Mental Health Services Program (CMHSP) directors and an analysis of Part D
enrollment trends for the dual eligibles.’

1. Part D Survey of Community Mental Health Services Programs (CMHSPs)

At their June 2006 meeting, committee members decided to poll directors of the forty-six CMHSPs
to learn more about their clients’ experiences during the transition period from Medicaid to
Medicare prescription drug coverage. A workgroup of the committee’s members developed
questions (Appendix B) that were customized into an Internet-based survey instrument. The MSU
Institute for Health Care Studies and the Michigan Association of Community Mental Health
Boards sent invitations to the CMHSP directors for response.

Fifty-three responses were returned. Thirty-eight CMHSPs were identified. The responses provide a
snapshot of the Part D experiences at the CMHSP level. Results, however, should not be considered
scientific or applicable statewide because some programs sent multiple responses; some (thirteen
responses) were sent anonymously; and other programs did not respond.

2. Part D Enrollment Trends for Dual Eligibles

Part D enrollment data from January 1 to June 30, 2006 — the first six months of the Medicare Part
D program — was analyzed for Michigan dual eligibles. Committee members, also, requested data

on psychotropic drug use for the dual eligibles prior to their transition from Medicaid to Medicare

Part D prescription drug coverage. Key findings included:

e Almost fifty percent of the dual eligibles in Michigan received psychotropic
medications under the Medicaid program during the last six months of calendar 2005.
Of this population, thirty percent received one or more services from Community Mental

"MSU Institute for Health Care Studies staff collected and summarized responses from survey instrument developed by
a workgroup of committee members. MSA staff also retrieved and analyzed enrollment data from the Michigan
Medicaid Data Warehouse.
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Health Service Programs (CMHSPs) and approximately 19 percent resided in nursing
homes. Most dual eligibles enrolled during June 1, 2005 through December 31, 2005 were
female (62 percent) as well as dual eligibles receiving psychotropic drugs (65 percent).

e Over 204,400 Michigan dual eligibles are enrolled in Medicare prescription drug plans.
Michigan had 190,400 full-benefit and

14,000 Medicare Saving Programs dual Table 3:

eligibles 8 enrolled in Part D plans Full-Benefit Duals & Medicare Rx Enrollment, June 2006
during June 2006. Of the full-benefit Total Enroliment In Medicare Rx Plan 190,378
dual ehgl,bles almost 95 percent were Enroliment In Stand-Alone Part D Plans 179,986
enrolled into stand-alone Part D Offering $0 Premium for Duals

prescription drugs plans offering zero
premiums for dual eligibles (Table 3).

Duals Not Enrolled In Medicare Rx Plan 2,563

e During June 2006 about 2,600 full-benefit dual eligibles were not enrolled in a
Medicare prescription drug plan (Table 3). The volume of non-enrolled dual eligibles
primarily includes individuals who are disabled and under age 65. Committee members
noted that non-enrollment counts for the same month may fluctuate over time, because of
retroactive Medicare eligibility; changes in credible other prescription drug insurance; CMS
processing delays to assign dual eligibles a plan; and a federal policy that allows dual
eligibles to switch Part D plans monthly. [As pointed out in the following section, this
volume was a concern for committee members. ]

e The majority of dual eligibles did not switch Part D plans, even though CMS allows
them to switch plans monthly. Approximately half of the respondents to the committee’s
survey of Community Mental Health Services Programs believed that dual eligibles were
switching plans to a moderate or substantial degree. The department’s Part D enrollment
data, however, showed that ninety-five percent remained in the same plan for the first six
months of Part D’s implementation (Figure 1). Of the dual eligibles switching from their
CMS auto-assigned plan, about 9,800 individuals changed plans once; 200 individuals
changed plans twice; and only two individuals changed three times. [Note: Individuals who
switched plans will not be included in the 2007 CMS reassignment process, if their current
plan is above the low-income subsidy benchmark by $2 or more.]

Figure 1

PART D PLAN ENROLLMENT CHANGES
JANUARY - JUNE 2006

0,
01% 4.6% @ Enrolled in 3 or more plans

m® Enrolled in 2 or more plans
O Enrolled in 1 plan

95.3%

¥ Medicare Savings Programs are Qualified Medicare Beneficiary (QMB), Specified Low-Income Medicare Beneficiary
(SLMB), and Qualified Individual (QI-1) who receive coverage for Medicare premiums or cost-sharing, but no other
Medicaid service. Under the Medicare Modernization Act, enrollees in Medicare Savings Programs qualified for auto-
enrollment into Medicare Part D prescription drug coverage starting May 2006.
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C. Committee Observations

The committee members made the following observations based upon their review of enrollment
trends, CMHSP survey responses, their knowledge of Part D implementation issues, and firsthand
experience working with dual eligibles.

The initial transition from Medicaid to Medicare Part D on January 1, 2006 was
confusing for the dual eligibles (and their caregivers). Nearly two-thirds of the CMHSP
respondents indicated that dual eligibles understood their Part D benefits a little or not at all.
Only one respondent commented that consumers understood the benefit well. Several
respondents expressed concerns that the Part D coverage gap (the donut hole) would be a
significant problem for dual eligibles when it is not applicable to them — indicating, perhaps,
the respondents’ desire to note a potential problem for non-dual eligibles; incorrect CMS
coding issues; or misinformation on the Part D benefit for dual eligibles. About 79 percent
of the respondents commented that dual eligibles received organizational assistance that
aided them in understanding the Part D benefit. Many comments noted that pharmacies and
staff of local CMHSPs, Michigan Medicare/Medicaid Assistance Program, area agencies on
aging, and other organizations contributed countless hours helping the dual eligibles.

Although the transition from Medicaid to Medicare Part D for prescription drug
coverage was confusing, dual eligibles overall obtained needed psychotropic
medications — but access questions remain for some. Over seventy percent of the
respondents believed that the dual eligibles were receiving their mental health medications
in a timely manner. About twenty-five percent believed this was not the case and another
nearly five percent were unsure. Committee members noted some of the Medicare
prescription drug plans did not comply with CMS requirements to pay the first-fill of a non-
preferred drug (the transitional supply) — making it difficult for pharmacies and prescribers
to coordinate prescription changes or request exceptions for coverage. Other members raised
issues regarding unreasonable quantity limits set on psychotropic medications, necessitating
that dual eligibles return to their pharmacies several times a month for refills. The dual
eligibles, also, had to pay additional copayments for these refills that would not have
occurred under the Medicaid prescription drug benefit.

About 73 percent specified that prior authorization for mental health medications was
moderately (49 percent) or minimally (24 percent) required by Part D plans, but 20 percent
indicated prior authorization was substantial. Respondents noted that two-thirds of prior
authorization requests made to Part D plans were approved. One commenter, however, listed
the “[bliggest problem is getting plans to approve [prior authorization requests] in a timely
manner.” Another indicated: “One of the most cumbersome barriers for us was not knowing
when a consumer’s medication needed a prior authorization.”

Fifty-eight percent noted substantial or moderate levels of exception requests to plans
asking for reconsideration of their initial denied determination. Respondents reported 40
percent of the exception decisions were pro-plan (compared to 27 percent pro-consumer).
One-third of the exception decisions were not reached in a timely manner (compared to an
equal proportion that were deemed timely).

The committee members observed that the variation in the respondents’ experiences with
prior authorization and exception requests likely is due to plan-to-plan differences in
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policies for transitional supplies of non-covered drugs. Policies continue to vary, despite
CMS guidance for conformity. These differences will likely remain during 2007 and beyond
and will continue to provide challenges for the dual eligibles trying to obtain needed
medications.

Appeals on denied prescriptions cannot be filed until exception redetermination requests are
initiated. Thirty-six percent of the respondents indicated that the need to initiate appeals for
denied prior authorizations was minimal. Some committee members reflected that it may be
too early in the Part D program experience to gain a reasonable picture of appeals.

The survey also recorded complaints about out-of-pocket costs for the dual eligibles with
over half of the respondents encountering a moderate to substantial level of complaints
about the Part D copayments.

The level of mental health drug switching was most often viewed as minimal (49 percent) or
moderate (29 percent), but nine percent rated it substantial with the remaining indicating
unknown. Over a third of the respondents believed that the medications that the dual
eligibles were switched to were less effective. Only three respondents, however, believed an
inpatient psychiatric hospitalization resulted from dual eligibles switching from one
psychotropic medication to another covered by the dual eligible’s Part D plan.

e After the initial transition from Medicaid to Medicare prescription drug coverage,
major challenges center on navigating the multiple formularies, utilization controls,
and prior authorization procedures of the various Part D plans. One respondent wrote:
“...it still is challenging to obtain timely and correct information regarding pricing and
coverage. As well, because the formularies can change with very little notice, the program
fails to provide stability in terms of coverage. Although the plans are required to provide a
number of drugs in each class, this unfortunately does not ensure continuity or quality care —
considering that some drugs simply do not provide the same benefit as others, and
individuals respond differently, based on their own physiology, to drugs within the same
class. The transition time for changing from the non-covered drug to the covered drug was
in many cases a financial and clinical hardship for individuals.”

Another commented: “As many of the plans will cover only certain drugs, there has been a
lot of “plan switching’ in order to locate a plan that will cover necessary drugs. This has
been especially problematic for consumers who have had new/different medications 